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DEPT PLEASE PASS DOD AND AMC AS SPECAT EXCLUSIVE 
e 
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TAGS$ MASS, SA, US ; 
SUBJECT: AGENT!S FEES ON NATIONAL GUARD MODERNIZATION CONTRACTS 


REFs A, STATE 1707157 B, STATE 164743; C€, JIDDA Sa39 


SUMMARYS AT PRESENT, MODA INSTRUCTIONS ON AGENTIS FEES 00 
NOT REPEAT NOT APPLY TO SAUDI ARABIAN NATIONAL 

GUARD (SANG). AS ISSUES ARISE HOWEVER, IT NOT 

LIKELY OTHERS CAN GIVE THEMSELVES MORE LEEWAY THAN MODA 
FENILYS, NEED TO CLARIFY SANG'S POSITION URGENT, SINCE 

AN IMPORTANT INITIAL CONTRACT REQUIRES SIGNATURE BY JULY 24, 
FOR INITIATING NLT JULY 28, SANG PROGRAM MANAGER GENERAL 
LAWRENCE HAS GIVEN PRINCE ABDULLAH A LETTER ON JULY 22 ASKING 
THAT THE CONTRACT BE SIGNED AND MENTIONING IN A LOWeKEY WAY 
AMOUNT OF AGENT'S FEES INVOLVED AND THAT THESE ; 

FERS HAVE BEEN EXAMINED BY U,S.G. AND FOUND TO BE NECe 
ESSARY ANO ACCEPTABLE, END SUMMARY, 


fe SANG PROGRAM MANAGER BRIGADIER GENERAL. LAWRENCE Has 
AFFIRMED TO EMBASSY THAT PRINCE SULTAN’S POSITION ON 

AGENTS FEES IN ASSOCIATION WITH FMS CASES APPLIES SO FAR ONLY 
TO MODA CONTRACTS AND THAT SANG HAS NOT YET TAKEN A POQST@ 


O=O>s¢rn O=—Oxem O=-Osem O=-Ovrcin . 


TION ON HOW AGENT'S FEES ARE TO BE HANDLED, JT SEEMED FORS 

LIKELY TO US HOWEVER THAT AS INDIVIDUAL CASES AROSE, IT j 

SQULO BE HARD FOR PRINCE ABDULLAH TO ALLOW HIMSELF MORE (2 @ 
ire >» 
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LEEWAY IN MILITARY PURCHASES THAN IS ENJOYED BY MINISTRY OF 
DEFENSE, GENERAL LAWRENCE ALSO INFORMED CHARGE THAT [T WAS 
NECESSARY FOR PRINCE ABDULLAH VERY SOON TQ TAKE A POSITION 
ON THIS ISSUE BECAUSE THE MAINTENEANCE AND TRAINING PACKAGE 
FOR THE 8150 ARMORED CAR USED IN THE MODERNIZATION PROGRAM 
NEEDEO TO BE SIGNED BY JULY 24 SO THAT AMC ANO CADILLAC 
GAGE COMPANY COULD BE INSTRUCTED TO PROCEED, THE CONTRACT 
TS A SMALL ONE ($9,086,219) AND INCLUDES AN AGENT'S COM@ 
MISSION OF $547,145, THE PROPOSED CONTRACT, INCLUDING ALL 
FEES, WAS EXAMINED BY PROGRAM OFFICE ANQ DOD, AND WAS FOUND 
TO BE ACCEPTABLE. GENERAL LAWRENCE ACCORDINGLY SUB@ 

MITTED THE FOLLOWING LETTER TQ PRINCE ABDULLAH ON JULY 22; 
IN IT, THE QUESTION OF AGENT'S FEES IS MENTIONED IN A 
DELIBERATE, LOW®KEY WAY AND THE LETTER JS ALSO CAST SQ 

AS NOT TO CONFLICT WITH POSITION ENUNCTATED BY MODA PRINCE 
SULTAN ON ALLOWABLE COMMISSION FFES, 


2, TEXT.OF LETTER FOLLOWS? 
YOUR ROYAL HIGHNESS# 


RECENTLY WE REPORTED TO YOU CONCERNING THE STATUS QF 
OUR NEGOTIATIONS WITH THE CADILLAC CAGE COMPANY FOR THE 
CONTRACT FOR MAINTENANCE AND TRAINING SUPPORT FOR THE 
Vei5@ ARMORED CAR USED IN THE MODERNIZATION PROGRAM, THIS 
LETTER IS FOR THE PURPOSE OF PROVIDING YOU THE LATEST INFORe 
MATION WITH REGARO TO THIS CONTRACT AND TO SEEK YOU CON» 
CURRENCE IN OUR ACTIONS, 


SUBSEQUENT TO QUR LAST CORRESPONDENCE IN THIS MATTER 

WE WERE SUCCESSFUL IN NEGOTIATING AN AGREEMENT WITH THE 

CADILLAC CAGE COMPANY WHICH CONTAINED THE APPROPRIATE 

SALARY RATES, YOUR LETTER AUTHORIZING ME TQ CANCEL SOLE 

SQURCE NEGOTIATIONS WITH THE CADILLAC CAGE COMPANY AND CON@ 

DUCT A LIMITED COMPETITION, IF NECESSARY, WAS INSTRUMENTAL 

TN GAUSING THEM TO COME TO TERMS, WE FINALIZED THE CONTRACT 

AT APPROXIMATELY TWO MILLION DOLLARS LESS THAN WHAT THEY 

HAD PREVIQUSLY INOICATED AS THEIR FINAL OFFER, OTHER 

ELEMENTS WHICH WERE PREVIOUSLY IN ‘QUESTION WERE ALSO —— 

RESQLYED TO OUR SATISFACTION ANO WE FEEL THE AGREEMENT a. Oa, 

REACHED IS FAIR AND IN THE BEST INTEREST OF THE SANG, i? 
ge 
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THE CONTRACT THAT WAS NEGOTIATED CONTAINS A CEILING 
ON COST AS DESTRED BY YOUR GOVERNMENT, AND THE CONTRACTUAL 
AGREEMENT TS SIMILAR TO THE ONF NEGOTIATED WITH THE VINNELL 
CURFORATION, THE CEILING AMOUNT OF THE CONTRACT IS 
$92086,219,.00 (SR 31,392,886), THIS AMOUNT INCLUDES A 
TARGET COST OF $6,882,171,98 (SR 23,777,960), WHICH HAS 
tw ITT AN AGENT'S COMMISSION OF §547,145,00 (SR 1,890,385), 
BASE AND AWARD FEES TOTAL $639,678.08 (SR 2,362,387), 


IN ACCORDANCE WITH U.S, PROCUREMENT REGULATIONS, WE 
HAVE ANALYZED THE AGENT'S COMMISSION AND MADE A WRITTEN 
DETERMINATION THAT THE RELATIONSHIP BETWEEN THE CADILLAC 
CaG& COMPANY AND THEIR AGENT IS BONA FIDE AND THE AMOUNT OF FEE 
TS REASONABLE, THE CONTRACT AGENCY AGREEMENT REQUIRES 
THE AGENT TO PERFORM MANY SERVICES FOR THE CONTRACTOR WHICH 
ARE CONSIDERED NECESSARY TO SUCCESSFUL COMPLETION OF THE 
EFFORT, THE PROPOSED CONTACT, INCLUDING ALL FEES, WAS 


FXAMINEO AT THE VARIOUS ORGANIZATION LEVELS REQUIRED BY 
U,S, PROCUREMENT REGULATIONS AND WAS FOUND TO BE ACCEPTABLE, 


IT AM REQUIRED TO INFORM YOU THAT A RECENT CHANGE IN 
U.S, PROCUREMENT REGULATIONS NECESSITATES THAT YOUR CON 
CURRENCE BE RECEIVED PRIOR TO INITIATING THE CONTRACT, 

TN THE INTEREST OF MAINTAINING THE MODERNIZATION PROGRAM 
SCHEDULE AND IN QRDER FOR US TO PROVIDE THE SANG THE BEST 
POSSIBLE SERVICE, WE CONSIDER IT IMPERATIVE THAT THIS 
CONTRACT BE INITIATED BY THE CADILLAC CAGE COMPANY NOT 
LATER THAN 28 JULY 1975, WE THEREFORE REQUEST YOUR CONe 
CURRENCE WITH THE AWARD OF THIS CONTRACT BY 24 JULY 1975, 
SQ THAT WE CAN NOTIFY THE ARMY MATERIEL COMMAND AND CaDI = 
LAC CAGE COMPANY TO PROCCED, J] HAVE INCLOSED FOR YOUR 
CONSTDERATION A SUGGESTED LETTER THAT YOU MAY WANT TO USE 
IN APPROVING THE CONTRACT, 


PLEASE BE ASSURED, YOUR ROYAL AIGHNESS, OF OUR CON» 
TINUING HIGHEST ESTEEM, RICHARD 0. LAWRENCE, BRIGADIER 
GENERAL, USA, PROJECT MANAGER, ENN TEXT, 


3, PRINCE ABDULLAH TOLD GENERAL LAWRENCE HE APPRECIATED ye 
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THE NEED TO MOVE AHEAD ON THIS INITIAL CONTRACT PROMPTLY, 
AND WOULD BE BACK IN TOUCH WITH HIM AS SOON AS POSSTBLE, 
GENERAL LAWRENCE WILL TODAY CJULY 23) FOLLOW WP ON THIS 

CASE WITH GUARD OFFICIALS IN RIYADH, 

HURAN 


NOTE BY OC/T: NOT PASSED OOD AND AMC, 
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E.O, 116623 GOS 
TAGS: OVIF (KISSINGER, HENRY 4,3, SA 
SUBJECTS NOTES FOR SECRETARY'S DISCUSSIONS IN TAIF 


SUMMARYE THE SAUDI GOVERNMENT (SAG) HAS RECOVERED FROM THE 
SHOCK OF. FETSAL'S ASSASSINATION, IN THE PAST FIVE MONTHS IT 

HAS DEMONSTRATED UNUSUAL INITIATIVE IN FOREIGN ‘POLICY, AND -:A 
GREATER AWARENESS THAN IN THE DAYS OF FAISAL OF ITS SPECIFICALLY 
NATIONAL INTERESTS. SAUDIS DO NOT WISH THEIR SPECTAL RELATIONSHIP 
WITH THE UNITED STATES TO DIMINISH@wRATHER THE: REVERSE, BUT WE 
MAY EXPECT THE SAUDIS HENCEFORTH TO DEAL WITH US MORE 

AS EQUAL PARTNERSwmeWITH WHOM DIFFERENCES WILL 

INEVITABLY ARTSE AND WHICH CAN BE AMICABLY DISCUSSED, THEY WILL 
ASK US TO PRESSURE EGYPT FOR A CLEAR, FIRM LINK BETWEEN 

THE. SECRETARY'S CURRENT PEACE MISSION AND FURTHER PROGRESS 
TOWARD A SETTLEMENT ON THE EASTERN ARAB FRONT, KING KHALID WILL 
PROBABLY SPEAK ABQUT JERUSALEM, PRINCE FAHD WILL SPEAK URGENTLY 
ABOUT THE NEED FOR A FASTER, MORE FORTHCOMING U.S. RESPONSE TO 
SAUDI ARMS REQUESTS, IN THIS HE MAY BE MOTIVATED PARTLY BY A 
DESIRE TO PROTECT HIS OWN POSITION AND PARTLY TO OBTAIN STRONGER 
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SUPPORT FROM HIS ENERGETIC BROTHER PRINCE SULTAN, 

IF THE U.S, RESPONSE ITS UNSATISFACTORY OR IF THE SAG 

IS EMBARRASSED BY FURTHER REVELATIONS OF THE CHURCH 

COMMITTEE, IT WILL SHIFT ITS ARMS PROCUREMENT MORE TO EUROPEAN 
ARMS SOURCES, THE USG AND SAUDT ARABIA WOULD THUS DRIFT SOME= 
WHAT APART AND FAHD'S POSITION WOULD BE WEAKENEQ, QN ENERGY, 
FAHD AND PRINCE SATUD WILL. SAY THEY WISH TO COQPERATE WITH THE USG, 
AND EXPRESS OPPOSITION TO ANY DESTABILIZING PRICE INCREASES IN 
VIENNA, THEY WOULD ASK HOWEVER FOR OUR ASSISTANCE IN ESTABLISH= 
ING A COORDINATE POSITION WITH IRAN, GIVEN THE SAG'S INCREASED 
STRENGTH AND SELF CONFIDENCE, OVERT U.S, PRESSURE ON ENERGY 
MATTERS WOULD PROBABLY ENHANCE SAUDI=OPEC SOLIDARITY, 


END SUMMARY, 


4, THERE FOLLOW SOME- NOTES FOR THE. SECRETARY'S MEETINGS IN 
TAIF WITH KING KHALID BIN ABD AL@AZIZ, GROWN PRINCE FAHD BIN 
ABD ALmAZIZ, AND MINISTER OF STATE FOR FOREIGN AFFAIRS PRINCE 
SAUD BIN ABD ABLwAZIZ!# E 


2. CONFIDENCE AND POISE OF SAGE IN THE PAST FIVE MONTHS, 
THE KINGDOM AND THE SAG HAVE LARGELY OVERCOME THE SHOCK OF 
KING FAISAL'S ASSASSINATION, SELF CONFIDENCE [8 ON THE 
UPSHING AND SAUDT ASSERTIVENESS WITH REGARD TO. DIPLOMATIC 

AND POLICITCAL AFFAIRS IS GROWING, THESE ATTITUDES ARE BASED 
UPON THE KINGDOM'S EVIDENT STABILITY, A FAIRLY COMPETENT AND 
EXPERIENCED LEADERSHIP, AND ITS IMPREGNABLE ECONOMIC ROSITION, 
SAUDT DIPLOMACY HAS BEEN ACTIVE AND HAS UNDERTAKEN INITIATIVES 
WITH SYRIA, ITRAG, AND SOUTH YEMEN, NOT ALL HAVE SUCCEEDED: 
FULLY,» BUT NONE: HAS FATLED, SAUDIS HAVE BEEN ACTIVE ALSO WITH 
THE YAR@=TO WHICH THEY RECENTLY GRANTED $70@ MILLION IN ATD 
PROJECTS ANO BUDGETARY SUPPORT, PRINCE FAHD HAS VISITED 
BAGHDAD, DAMASCUS, AMMAN AND PROMISES SOON TO VISIT THE UAE, 
FOREIGN VIP'S CONVERGE ALMOST DAILY UPON THE SAG'S SUMMER 
CAPITAL IN TAIF, WHERE KING KHALID PLANS TO REMAIN UNTIL 

EARLY OCTOBER, 


3, KING FAISAL WAS AN OVERWHELMING FIGURE WITHIN SAUDI ARABIAD 
DURING HIS LATER DAYS WHAT WAS UNIGUE AND SPECIFIC ABOUT SAUDI 
ARABIA'S POLICY ORIENTATION WAS OBSCURED 6Y HIS. FIXATEONS Sank 
WITH ZIONIGSM AND COMMUNTSH, WITH FAISAL REMOVED FROM THE Op 
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SCENE HOWEVER, THE SAG'S LEADERSHIP HAS A SOMEWHAT SHARPER, 
MORE LIMITED AND PRAGMATIC PERCEPTION OF SAUDT ARABIA'S 
NATTONAL INTERESTS, 


4, WHAT THIS MEANS FOR US IS THAT SAUDTS MAY BE MORE WILLING 
THAN THEY WERE IN THE PAST TO EXPRESS AND MAINTAIN POSITIONS 
QF THETR OWN, WHICH OFTEN BUT NOT ONLY, MAY BE THOSE OF THE 
UNITED STATES, THERE IS NO DESIRE ON THE PART OF THE SAG TO 
ABANDON THE PROWU,S, POLICIES OF KING FAISAL OR TO WEAKEN THE 
WeS,e8AUDT BOND? IN FACT WE KNOW PRINCE FAHD WOULD LIKE IT 

TO BECOME EVEN CLOSER ON MILITARY AND ECONOMIC MATTERS, IT 
TS JUST THAT WE MAY EXPECT THE SAUDIS TQ DEAL WITH US MORE 

ON THE BASTS OF AN ASSUMED EQUALITY, AS REGIONAL PARTNERS 
WITH WHOM SOME DIFFERENCES OF OPINION CAN OCCUR KND BE AMICABLY 
NISCUSSED, FOR INSTANCE, THEIR DISPOSITION IS TO BE MORE 
ACTIVIST THAN WE OVER THE RUSSIANS IN BERBERA} SOMETIMES THEY 
MAY FEEL OVERUSED BY QUR SPECIAL REQUESTS TO THEM ON BEHALF 
OF THIRD POWERS (JORDAN, ETHIOPIA, YEMEN, OMAN)? ARAB@ ISRAEL 
TS ANOTHER AREA WHERE OUR VIEWS AND THE SAG MIGHT VARY, 


4, PEACE EFFORTS: THE SAG DESTRES THE SECRETARY'S PEACE 

MISSTON TQ BE A COMPLETE SUCCESS AND NOT JUST A RARTIAL ONE, 

THEY ARE APPREHENSIVE THAT AFTER A SECOND STAGE ISRAELI«@ 

EGYPTIAN AGREEMENT IS REACHED, THE UNITED STATES WILL’ LOSE 
INTEREST IN PURSUING SMALL GAINS AT HIGH RISKS THROUGH THE 

THICK DIPLOMATIC UNDERBRUSH OF JORDAN, SYRIAN, AND THE WEST 

BANK, THE SAG HAS CLOSE TIES TO SYRIA, FORMER SYRIANS SERVE 

AS SENTOR ADVISORS TO THE KING AND CROWN PRINCE, AND THE SAG WILL 
AFFIRM TO US AND EGYPT THE NECESSITY FOR A CLEAR AND FIRM 

LINK BETWEEN USG EFFORTS ON TTS WESTERN AND EASTERN ARAB FRONTS, 
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fe AUDIENCE WITH KING KHALID «= BACKGROUNDS KING KHALID IS 
SATISFACTORILY PERFORMING THE MORAL AND CEREMONIAL FUNCTIONS 
OF SAUDI KINGSHIP, HE 18 A SINCERE, HONEST, PIOUS MAN WHO 
MAINTAINS GOOO RAPPORT WITH HIS PEOPLE, HE I9 NOT AN ACTIVE 
POLICY MAKER, BUT THROUGH UNINTEREST OR A RECOGNITION OF HIS 
QWN LIMITATIONS, HE HAS SO FAR SHOWN NO INCLINATION TO 
MEDOLE MARMFULLY WITH THE MACHININERY OF GOVERNMENT, THERE 
ARE CONTINUED REPORTS THE KING!S HEALTH (ME HAD OPENwHEART 
‘SURGERY IN {971} WILL REQUIRE HIM TO REASSIGN THE PRIME 
MINISTER AND FOREIGN MINISTER TITLES HE HOLDS, THIS MAY 
COME TO PASS, BUT PROBABLY FOR FUNCTIONAL, NOT HEALTH REASONS, 
TO THE EMBASSY HE APPEARS TO BE THRIVING ON THE ATTENTION HE 
RECEIVES, AND HAS NOT LOOKED SO WELL IN QUR MEMORY, 


6, AUDIENCE WITH KING KHALIO «= CONDUCT AND SUBSTANCE! THE 
AUDIENCE WITH KING KHALID WILL PROBABLY TAKE UP. TAE 

WHOLE HOURm=AS BEFORE IT WILL BE UP TO THE SECRETARY, NOT 

THE KING, TO BRING THE AUDIENCE TO A CLOSE, THE KING WIOW NOT 
ALWAYS LISTEN AS COMPREHENDINGLY AS THE SECRETARY WOULD WISH) 
HE MAY SPEAK VOLUBLY BUT NOT ALWAYS TO THE POINTS THAT J 080%: 
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THE SECRETARY HAS BEEN MAKING, AND HE WILL INTERRUPT THE TRANSLATOR 
BEFORE HE HAS FINISHED THE SECRETARY'S REMARKS, HIS PRESENTATIONS 
ARE SOME@ 

WHAT MORO COHERZKT NOW THAN DURING HIS FIRST PUBLIC DISCUSSION 

OF STATE ISSUES WITH VISTTORS, HE HAS IMPROVED WITH PRACTICE BUT NOT 
MUCH, 


7, WE TS MORE LIKELY TO DISCUSS THE JERUSALEM QUESTION THAN 
EITHER FADH OR PRINCE SAUD, THE FURTHER PARTITIONING OF THE 
HEBRON MOSQUE HAS DISTRESSED HIM, ‘HE IS NOT OBSESSED aS 

FAISAL WAS WITH ZIONISM AND COMMUNISM, BUT IN HIS. BELIEF IN THE 
EXCESSIVE INFLUENCE OF ZTONISM IN THE UNITED STATES HE IS SIMILAR 
TO OTHER ARBS AND SAUDIS, JERUSALEM 18 ONE ISSUE 

QN WHICH FAHD AND OTHERS IN THE GOVERNMENT ARE: PROBABLY HAPPY 

TO LET HIM SPEAK AND ON WHICH HE CAN BE COUNTED UPON PRETTY 
ACCURATELY TO REFLECT THE SAG'IS OFFICIAL OPINION, 


8, HE MAY ALSO HAVE BEEN PUMPED UP TO SPEAK ABOUT. THE NEED FOR 
A MORE - 
RESPONSIVE U.sS. ATTITUDE ON DEFENSE ASSISTANCE, BUT THIS 

ITEM WILL BE RESERVED PRIMARILY FOR PRINCE FAHD. 


9, MEETING WITH PRINCE FAHD AND PRINCE SAUD eo» DEFENSE 
MATTERS? PRINCE FAHD WILL: SPEAK STRONGLY AND URGENTLY ABQUT 
THE NEED FOR A MORE FORTHCOMING U,S, ROLE ON THE PROVISION OF 
MILITARY EQUIPMENT TO SAUDT ARABIA, FAHD WILL RECALL THAT 

ON JUNE 18 HE AND PRINCE SULTAN PRESENTED THE AMBASSADOR 

WITH AN URGENT LIST OF REQUESTS FOR LETTERS OF OFFER, 

OF ALL THE ITEMS ON THE LIST ONLY A PARTIAL REPLY WAS MADEoo 
DURING THE AMBASSADOR'S RETURN IN MIDeJULYe2ON SAUDI REQUESTS 
FOR TOW MISSILES AND 155MM SELFePROPELLEO HOWITZERS, 


4@q FAHD!IS CONCERN FOR U.S, MILITARY SUPPLY TO THE SAG 

MAY STEM PARTLY FROM THE DESIRE TO CONSOLIDATE A CLOSER 
WORKING RELATIONSHIP WITH HIS DYNAMIC AND FORCEFUL YOUNGER 
BROTHER, SULTAN, EVER SINCE FAITSAL!'S DEATH, WHEN SULTANIS 
HALF BROTHER ABDULLAH (THE COMMANDER OF THE NATIONAL GUARD) 
WAS PROMOTED TO THE NUMBER THREE POSITION OVER SULTAN'S HEAD, 
WE HAVE HAD RELIASLE REPORTS THAT SULTAN AND FAHD ARE NOT 
WORKING AS CLOSELY AS FAHD (OR WE) WOULD LIKE, THUS, THE 


MORE SULTAN CAN BE COMMITTED TO A ROLICY OF PRIMARY RELIANCE a FORS 
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ON THE UNITED STATES, THE STRONGER FAMDeeTHE USGIS MAN PAR 
EXCELLENCE @mWILL BE IN SAUDI POLITICS, 


4%~ IN THE MEANTIME PRINCE SULTAN AND OTHERS IN THE 8AG 
(PERHAPS INCLUDING FAHD) HAVE FELT BEDEVILED AND THREATENED 

BY THE REVELATIONS OF SENATOR CHURCH'S COMMITTEE. SAUDIS ARE 
ALSO WORRTED THAT THE CONGRESS'S UNFRIENDLY STANDS ON ARMS AID 
TO JORDAN AND TURKEY WILL EXTEND TO THEM, MOST RECENTLY ON 
AUGUST 23, PRINCE SULTAN JN CATRO CALLED UPON THE ARABS TO 
DIVERSIFY THEIR SUPPLIERS OF ARMS TO MAKE THEMSELVES LESS 
DEPENDENT UPON THE GOOD WILL OF A SINGLE SUPPLIER. -SULTAN 
SATD SAUDI ARABIA WAS GOING TO FOLLOW THE SAME POLICY, ACCORDINGLY, 
WITH EUROPEAN DEFENSE SALES PRESSURE INCREASING, SAUDIS ARE 
WETGHING MORE CAREFULLY THAN BEFORE THE ADVISABILITY OF 
SPREADING THEIR MILITARY BETS, IF THEY DO, THE USG AND THE 
SAG WILL DRIFT SOMEWHAT APART, AND PRINCE FAHD'S AUTHORITY 
MIGHT BE DIMINISHED, 


A2y. UsSeeSAUDT JOINT ECONOMIC COMMISSIONS! FAHD MAY 
COMPLAIN PRQ FORMA ABOUT THE JNSUFFICIENTLY RAPID PACE 
OF OUR JOINT COMMISSION WORK, AS WILL CERTAINLY HAVE 
BEEN FOINTED OUT TO THE SECRETARY, HOWEVER, WE HAVE SOME 
ACHIEVEMENTS TO OUR CREDIT AND MOMENTUM £8 INCREASING, 


43, TRENOS IN UsSseSAUDT RELATIONS: PRINCES FAHD AND SAUD 
WELL NEED TO BE REASSURED THAT. THE U.S, DOES NOTw"IN CONJUNCH 
TION WITH REPORTS THAT AMBASSADOR AKINS IS TO BE TRANSFERREDaw. 
INTEND TO PURSUE A LESS BENIGN ATTITUDE TOWARD SAUDI ARABIA 
BECAUSE OF SAUDI ARABIA'S MEMBERSHIP IN OPEC, IF THE 
SECRETARY RAISES THE ENERGY ISSUE, FAHD ANO SAUD WILL 

EXPRESS THE SAG!S OPPOSTTION TO ANY DESTABILIZING PRICE 
INCREASES AT THE FORTHCOMING OPEC MEETING IN VIENNA, 

THEY MAY MAKE THE POINT THAT WITHIN OPEC -SAUDZ ARABIA HAS 

EEN QNE OF THE MOST MODERATE AND RESPONSIBLE STATEGee 


:BOTH WITH REGARD TO LEVELS OF OTL PRODUCTION AND PRICING, 


THEY MAY AGAIN AFFIRM SAUDY ARABLA'S READINESS TO COOPERATE 

WITH THE UNITED STATES, ESPECIALLY IF WE CAN PERSUADE IRAN 

TO UNOERTAKE A COORQINATE POSITION, THEY WILL PROBABLY INDICATE 

HOWEVER THAT SAUDI ARABIA WOULD NOT BE PREPARED TO BREAK 

SHARPLY ON OIL MATTERS WITH FELLOW ARABS SUCH AS KUWATT, wr, 

IRAQ, AND ALGERIA, OR WITH OTHER OPEC MEMBERS INCLUDING ee 
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TRAN AND OTHERS, EVEN IF THE ALTERNATIVE WERE A COOLER 
RELATIONSHIP WITH THE UNTTED STATES, THE SECRETARY COULD POINT 
QUT THE PROGRESS RECENTLY MADE TOWARD THE RECONVENING ‘OF THE 
PROOUCER=CONSUMER CONFERENCE, 


44¢ SAUDIS WOULD CONSIDER THERE I8 LITTLE IN A MATEZAL 
SENSE WE CAN OFFER THEM THT WOULD WARRANT INGURRING THE 
INFENSE HOSTILITY OF FELLOW ARABS, IRAN, AND OTHER OPEC 
MEMBERS ANDO WHICH THEY COULD NOT AFFORD TO BUY ELSEWHERE, 
GIMEN THE SAG'S GROWING SELF CONFIDENCE, ANQ A BELZEF THAT 
ITS’ RELATIONSMIP WITH THE UNITED STATES SHOULD BE CONDUCTED 
AS BETWEEN EQUAL PARTNERS, THE SAUDIS WOULD NOT RESPOND 

WELL TO WHAT THEY MIGHT SEE AS A THREAT OF GOOLER, LESS 
COOPERATIVE RELATIONS WITH THE UNITED STATES, OVERT PRESSURE 
ON “SAUDT ARABIA THEREFORE WOULD PROBABLY ENHANCE RATHER THAN 
ieee SAUDI SOLIDARITY WITH OPEC, 
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SURJECT: FURTHER TO UPCOMING OPEC OIL PRICE INCREASES 


REF: JIDDA 6009 


SUMMARYS PET MIN YAMANT TOLD ME ON SEPTEMBER 2 THAT HE 

WAS UNABLE TO COLZINCE THE HSAHK TO ACCEPT AN OTL 

PRICE INCREASE BELOW 18 PERCENT, HE REPORTED THE HSAH INSISTED 
THAT "THE AMERTCANS" HAD ALREADY AGREED TO A SUBSTANTIAL 
TNCREASE. END SUMMARY, 


4, I SAW YAMANT AGAIN THE MORNING OF SEPTEMBER 2, HE 

SA™D THAT THIS MEETING WITH THE SHAH ON THURSOAY, AUGUST 

28 WAS A "DISASTER." HE SATD THE SHAH REPEATED THAT A 

PRICE INCREASE OF 35 PERCENT WOULD GE JUSTIFIED BUT HE 

WOULM SETTLE FOR A 2m eoeeny INCREASE,, T.E, 82.90/B8L BASED 
ON AN $411,50 SELLING PRICE, YAMANT SAID THAT HE ARGUFD 

AT LENGHT FOR NO PRICE INCREASE, THAT THERE MUST BE A 

FREEZE AT LEAST UNTIL JANUARY WHEN THE RL ULTS OF THE PRODUCER? 
MONSUMFR CONFERENCE WILL BE KNOWN, THE HSAH FINALLY COMPROMISED 
RY AGREEING THAT HF WOULD NOT FIGHT A 15 PERCENT PRICE 

INCREASE (T.F, A $1.70/BBL’) TF ALL THE OTHER MEMBERS OF 

APFC AGREED, HE WOULD NOT SETTLE FOR ANYTHING LESS, 


2, YAMANT SATD HE THOUGHT THE SHAH MIGHT EVENTUALLY RE 

WILLING TO ADJUST TO 15 PERCENT OF CURRENT GOVERNMENT TAKED (2.E., 
AN INCREASE OF ABOUT $1.85/88L) BUT THAT HE WOULD PROBABLY 

NOT AGREE TO ANYTHING LOWER, THAT HE WOULD FITHT ANYONE 

WHOM ADVOCATED A LOWER PRICE, AND HE WAS FIRMLY CONVINCED 

THAT EVERYONE IN OPEC WOULD SUPPORT HIM EXCEPT SAUDI ARABIA, 
VAMANI SAID HE OFFFRED A "NOMINAL" JNCREASE OF S PERCENT (C, SAV 
MENT/BRL.) BUT THE SHAH SATO THAT WOULD BE TOTALLY UNe 
ACFEPTABLE. THF SHAH, ACCORDING TO YAMANT, SAID HE SAW 

NO REASON WHY THE SAUDIS WERE TAKING SUCH A FIRM LINE 

AS "THE AMERICANS" AHD ALREADY AGREED TG A SUBSTANTIAL 

TNCREASE, HE SAID HE HAD RAISED THIS WITH "THE AMERICANS" 

NURING HIS RECENT TRIP TO AMERICA AND FOUND THEM 


AD 
PERFECTLY UNDERSTANDING, I SUGGESTED THAT YAMAN] REo a 
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PEAT THIS TO SFCRETARY KISSINGER WHEN HE ARRIVED, 


%, THE SECRETARY RAISED THE SUBJECT OF OIL PRICES WITH 
BOTH CROWN PRINCE FAHD AND KING KHALID, HE SAID, SPEAKING 
PURELY FROM A POLITICAL POTNT OF VIEW, ANY PRICE INCREASE 
WOULD BE USED AGAINST THE ARABS BY THETR ENEMIES IN THE 
INTTED STATES TN ORDER TO PROVOKE A CONFRONTATION BETWEEN 
PRODUCERS AND CONSUMERS AND EVENTUALLY TO "POLARIZE THE 
ARFA." THE SFCRETARY THOUGHT THAT ANY PRICE INCREASE 
WOULD SURELY NOT BE IN THE INTEREST OF THE ARABS, IN A 
SURSEQUENT CONVERSATION WITH YAMANT, YAMANE REPEATED TO 
THF SECRETARY EVERYTHING HE HAD SATD TO ME (PARA, 1); 

THF REPRT WAS CONFIRMED AY FOREIGN MINISTER PRINCE SAUD 
WHO HAD ALSO SEEN THF SHAH, THE SECRETARY RENIED VIGOR@ 
MUSLY THAT THERE HAD BEEN ANY AMERTCAN AGREEMENT TO ANY 
PRTCE INCREASE IN 4NY CONVERSATION WITH THE SHAH AND HE 
REPEATED TO YAMANI THE POLITICAL DISADVANTAGES IN ANY 
PRYCF INCREASE. YAMANI SUGGESTED WE TALK WITH OTHER 

NPFC LEAMERS AROUT THIS, 


4, AL MADINA CARRIED AN ARTICLE ON AUGUST 34 STATING 

THAT SAUDI ARABIA WOULD NOT CaLL FOR A FREEZE IN OTL | 

PR®CES, BUT WOULD ASK FOR A LIMITED RISE OF 15 PERCENT, 

THTS IS THE FIRST INDICATION IN THE SAUDI PRESS THAT THE KINGDOM 
WOULD SUPPORT ANY INCREASE IN PRICES AT THE FORHLCOMING 

APFC MEETING. 
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BEIRUT PASS BAGHDAD 
GENEVA FOR SAUNDERS 


E,0, 116523 Gps 

TAGS: SA, US, FF, PFOR 

SUBJECT? SAUDI OFFICIALS COMMENT ON THE INTERIM EGYPTIAN/TSRAELT 
AGREEMENT 


SUMMARY? ROYAL COUNSELOR OR. RASHED PHARAON AND MINISTER OF 
STATE FOR FOREIGN AFFAIRS PRINCE SAUD BIN FAISAL HAVE 

IN SEPARATE MEETINGS TOLD THE AMBASSADOR THAT THAT WHILE THEY 
DID NOT OBJECT TO THE DISENGAGEMENT AGREEMENT PER SE THEY WERE 


OQ=—Osacm O=—Oscm (=—Oscm O=—Oscm 


PESSIMISTIC ABOUT THE LONGER RUN CHANCES FOR PEACE, PHARAON aS 
e wnos 
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DID NO? THINK THE USG OR CONGRESS COULD APPLY ENQUGH PRESSURE 
YO EXTRACT SERIOUS CONCESSIONS FROM ISRAEL OVER THE MAJOR 
ISSUES THAT ARE STILL OUTSTANOING, HE THOUGHTTHE ARAB WORLD 
SHOULD USE THE TIME SADAT HAS BOUGHT TO REARM (WITH SAUDT 
HELP) FOR A CONFRONTATION IN THREE OR FOUR YEARS. SUCHO 

A CONFLICT WOULO CERTAINLY INVOLVE EGYPT, PRINCE SAUD'S 
VIEWS WERE SIMILAR. HE THOUGHT, HOWEVER, THE AMOUNT OF 

TIME BOUGHT BY DR, KISSINGER COULD BE QUITE BRIEF} HE WAS 
NOT ONLY PERSONALLY CERTAIN EGYPT WOULD QUICKLY FOLLOW 

THE OTHER ARAB STATES INTO ANY NEW WAR WITH ISRAEL BUT 
REPORTED EGYPT'S VICE PRESIDENT AL=MUBARAK AS HAVING 
ASSURED THE SAG IT WOULD DO SO, END SUMMARY, 


1, ON THURSDAY, SEPTEMBER 4, AMBASSADOR MET WITH ROYAL 
COUNSELOR DR, RASHED PHARAON, PHARAON BEGAN BY EXPRESS= 
ING SOME CRITICISMS AND MISGIVINGS OF THE RECENT INTERIM 
AGREEMENT BETWEEN EGYPT AND ISRAEL, IT WAS OBVIOUS, HE 
SATD, THE U.S, WILL NOT PUT PRESSURE ON ISRAEL TO WITH= 
DRAW FROM GOLAN OR THE WEST BANK, HE QUOTED THE SECRE= 
TARY HIMSELF AS HAVING SAID NOTHING COULD BE DONE BEFORE 
1977 AND WHAT HE HOPED WOULD BE THE ELECTION OF A NEW, 
MORE RESPONSIBLE CONGRESS... DR, PHAAOQN DOQUBTED WHETHER 
THAT CONGRESS WOULD BE ANY MORE WILLING TO COOPERATE 
WITH THE EXECUTIVE BRANCH IN A TOUGH U.S, POLICY TOWARDS 
ISRAEL THAN THE PRESENT ONE, 


@, DR, PHARAON SAID THAT, NONETHELESS, HE FAVORED 
ACCEPTANCE OF THE INTERIM AGREEMENT, THE U.S. HAD 

ARMED ISRAEL SO HEAVILY THAT IT WAS CLEAR IF THERE 

WERE A WAR TODAY ISRAEL'S VICTORY WOULD BE OVERWHELMING, 
THE ARABS, THEREFORE, HAVE TO BUY SOME TIME, THEY MUST 
RECOGNIZE THAT THERE WILL BE ANOTHER WAR IN THE MIDDLE 
EAST AND THEY MUST USE THE NEXT FEW YEARS TO PREPARE 

FOR IT. EGYPT WILL BE ARMED AS HEAVILY AS POSSIBLE 

WITH ARMS FROM THE UcSe, FRANCE, BRITAIN, AND THE 

SOVIET UNION, THE SAUDIS WILL FOOT THE BILL, SAUDI 
ARABIA WILL ALSO GIVE SYRIA AND JORDAN FULL ASSISTANCE 
IN REARMING AND WHEN THE WAR COMES THE ARABS WILL BE IN 
A BETTER POSITION THAN THEY ARE TODAY, HE DIO NOT 

THINK THIS COULD BE ACHIEVED IN LESS THAN THREE OR FOUR YEARS, HOWe: 
EVER, 
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3, DR, PHARAON SAID THAT THE EGYPTIANS HAD MADE SOME 
GAINS, THE POLITICAL CONCESSIONS THEY MADE WERE NOT 
GREAT AND IT WAS THE UNTTED STATES THAT WAS PAYING FOR 
THE ISRAELI WITHDRAWAL, U,S, ASSISTANCE WOULD CERTAINLY 
MAKE ISRAEL STRONGER, BUT IN THE INTERVENING YEARS THE 
ARABS’ RELATIVE STRENGTH WOULD INCREASE, 


4, PHARAON THOUGHT THIS WAS THE MOST SANE AND MOST 
SENSIBLE POLICY THE ARABS COULD FOLLOW, REJECTION OF 
THE AGREEMENT WOULD CERTAINLY NOT BE IN THE ARABS! 
INTEREST, BUT THERE WAS NO GUARANTEE THAT OTHER ARABS 
COULD BE PERSUADED TO LOOK AT IT THIS Way, 

SYRIA WAS CRITICAL OF THE NEW AGREEMENT, AND THE PLO 
AND SOME OTHER ARAB STATES WOULD BE STRONGLY OPPOSED, 
THEY COULD BE COUNTED ON TO DO THEIR BEST TO SEE THAT 
ARAB -ILITANCY DID NOT DIMINISH, IF WAR BROKE OUT 
BETWEEN SYRTA AND ISRAEL, THERE MUST BE ABSOLUTELY NO 
DOUBT IN THE MINDS OF ANYONE THAT SAUDY ARABIA, WITH 
ALL OF ITS CAPABILITIES, WILL COME TO THE AID OF SYRIA 
seTHAT EGYPT WILL HAVE NO CHOICE BUT TO FOLLOW, 
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5, ACCORDING TO PHARAON, SADAT HAD SAIN HE WOULD SUPPORT 
BY®TA TF IT WERE ATTACKED BUT WOULD PECINDE LATER WHETHER 

WE wOULOD SUPPORT SYRIA IF IT WERE THE AGGRESSOR, DR, 

PHARAGON SAID IN SUCH A CASF, HOWFVER, IT WOULD BE IMPOSSTBLE TO 
NETERMINE WHO THF AGGRFSSOR WAS, ISRAEL HAD ALREADY 

BEGUN ATTACKS ON SOUTH LEBANON, APPARENTLY FFELING THAT 

TTS EGYPTIAN FRONT WAS NOW TOTALLY SFCURFD, THIS COULD 

RE CONSIDERED AN ATTACK ON ARABS AND A CAUSE 

FOR THFM TO GO TO WAR, IF TSRAFL ENLARGES IT8 SETTLEMENTS (N 
BO) AN OR WEST RANK AND PARTICULARLY TF JIT STARTS NEW ONES, 
TH®S COULU BF INTERPRETEM AS AN ABSOLUTE STGN TO 

SYRTA, JORDAN AND "ALL THE ARABS" THAT ISRAEL "NEVER" 
TNTENDS TO YTELD ANYTHING, THAT ALL OF THE PROMISES 

MANE BY HENRY KISSINGER ABOUT THE ULTIMATE SUCCESS IN 
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BETTING TSRAFL TO WITHDRAW FROM THESE AREAS WILL HAVF REFN 
FXPOSED 48 UNTRUE. SUCH RONCLUSJONS IN THEMSELVES COULD RE CONSIDERED 
AS A CAUSF FOR WAR, 


§, DR, PHARAQN SATD YHE ARABS MUST NOT FEAR WAR, FOR IT 
7S INEVITABLF, ISRAEL IN NO OTHER WAY CAN BE PERSUADFD 

TO GIVE LP THE ARAB LANDS TT CONQUERED IN 1967, THE 

GREAT DANGER, HE ADMITTED, IS THAT IF THE ARAB STRENGTH 
NOFS BECOME OVFRWHELMINGLY GREAT THAT THEY WILL ORNP 

THEIR SEMANOS FOR THE 1967 FRONTIERS AND GO FOR MUCH MORE, 
THES, HE ADMITTED, WOULD VERY LIKELY PROVOKE A WORLD WAR 
AND RATASTROPHE FOR MANKIND, BUT, HE SAID, THE ISRAELIS 
"HAVE LOST THEIR BEST CHANCE" AND YOU HAVE PLOST YouR 
PHANCE TO BRING PEACE TO THE MIDOLF FAST" BY SETTLING 

POR A TINY WITHORAWAL ON STNAI WHEN YOU COULD HAVE PRESSED 
FOR an OVEFALL SFTTLEMFNT, GIVING ISRAEL ITS 1967 BORDFRS 
AND ANY SECURITY GUARANTFES TT COULD HAVE MREAMED OF, 


8. VIEW MF PRINCE SATUD AL FAISAL? ON SATURDAY, SEPTEMBER &, MINISTER 
OF 

STATE FOR FOREIGN AFFATRS PRINCE SAUN DISCUSSEN THE LATEST EGYPTIAN/ 
TSPAFLT AGREEMENT WITH A PFSSIMISM THAT WAS SIMILAR 

TO OR, PHARAONS, THE PRINCE THOUGHT THE AGREEMENT 

WAS UNEXCEPTIBLE IN TTSELF, SUT TT WAS CLEAR IT WOULD 
PROVE TO SE ONLY A PRELUDE FOR FURTHFR CONFLICT BECAUSF 
M# THE JNABILITY OF THF U8, FOR A QUICK FOLLOWUP, PRINCE 
SAID OYTO NAT THINK ASAN OR OTHER ELEMENTS IN THE ARAR 
JQRLO COULD WATT UNTTL 1977 BEFORE THE USG COULD AGAIN 
RIVE ITS ATTFNTION TO THE MAJOR ISSUES THAT ARE STELL 
NUTSTANDING, SAUN THOUGHT THE SECRETARY HAD BOUGHT TIME«e 
Ru PERHAPS ONLY A LITTLE TIME=-4ND HE THOUGHT THAT THE 
PHANCES FOR AN QUTRREAK OF WAR RANGED FROM PROBABLE TQ 
TERTAIN, HE, TNO, SATD THAT IF WAR BROKE OUT SADAT 

WOULD QUICKLY HAVE TO COMMTT HIMSELF WITH ALL 

THE RESGURRMES AT HIS COMMAND, SAUD SAID THAT HE PER@ 
SONALLY COULD PERHAPS EVALUATE ARAB RESPONSES WITH A 

MORE LEVFL HEAD THAN SOMF, BUT HE WAS CERTAIN THAT IF 
ANOTHER WAR BROKE QUT ON THE SYRZTAN/ISRAFLI FRONT NETTHER 
FGYPT'S NATIONAL INTEREST, NOR THE TERMS OF THE DISENGAGE~ 
MENT AGREEMENT, NOR SAMATI!S OWN LEADERSHIP COULD DO MORE 
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THAN BRIEFLY IMPFOF FGYPT!S FULL#FLEMGED PARTICIPA& 
“ION, THE PRINGE AMDED THIS WAS NOT ONLY HTS 

JUNGMENT BUT ERYPTIAN VICE PRESIMENT HUSNT AL« 
MURARAK HAM PRIVATELY ASSURED KING KHALID THAT IN THF 
FVENT TF WAR THE ARARS COULD COUNT ON EGYPTTS 

Full COMMITMENT TO THE ARAR CAUSE, 
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DEPARTMENT PASS SECODEF FOR ACTION? USMTM DHAHRAN FOR INFO 


F., 116522 GDS 

TAGS? MASS, SA, US, PFOR, NA, 88 

SUBJECT! PRINCE SULTAN DISCUSSES NORTHROP CORPORATION, RAYTHEON, AND 
AGENT FEES 


REF3 JIDDA 5639 : 
SUMMARYS DURING A MEETING WITH MINDEF PRINCE SULTAN SEPT« 
EMBER 40. AMBASSADOR POINTED OUT THAT PROBLEMS RELATED TO 
NORTHROP CORPORATION'S FeS PROJECTS AND PAYMENT OF AGENT'S 
FEFS HAD BEEN POSTPONED BUT NOT SOLVED, UNLESS NORTHROP!'S 
AGENT ADNAN KHASHOGGI COULD BE PURSUADED TO RELINQUISH HIS 
AGENT'S FEES, NORTHROP MIGHT HAVE NO CHOICE BUT TO GO BANKe= 
RUPT, OR CEASE OPERATIONS IN SAUDI] ARABIA, EITHERWAY THE 
SAG'S INTERESTS WOULD BE HURT, SULTAN SAID NORTHROP’S 
PROBLEMS WERE NOT HIS FAULTs HE HAD A CONTRACT WITH THE 
USG, AND HE EXPECTED THE USG TO STAND BEHIND IT. HE 
SUGGESTED THE REPLACEMENT OF NORTHROP PERSONNEL BY BLUE 

-SUTTERS, OR 
THAT THE USGeaWHICH HAD STARTED THE PROBLEMae 
CHANGE ITS LAWS OR PRESSURE KHASHOGGI TO GIVE UP HIS 
CLAIMS. SULTAN WAS IMPRESSED HOWEVER TQ LEARN THAT APPEALS 
BY GOVERNMENTS OF JORDAN AND IRAN TO NORTHROP AGENTS IN 
THFIR COUNTRIES HAD BEEN SUCCESSFUL, HE SAID IF USG COULD , 
PROVIDE HIM WITH A LETTER GIVING DETAILS OF THE SUCCESSFUL fo 
ACTION AGAINST AGENTS IN IRAN AND JORDAN, HE WAS WILLING 2 
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TO HAVE ANOTHER CRACK AT KHASHOGGI, SULTAN ALSO INTENDS 
TO PROMULGATE A COMPREHENSIVE BAN AGAINST ALL AGENT 

FEES FOR MILITARY SALES, EITHER BY THE FMS OR GOVERNMENT 
TO CONTRACTOR ROUTE, HE AND HIS LAWYERS WONDER IF.-SUCH 
AN ORDER==IF ISSUED BY A SUFFICIENTLY HIGH AND AUTHORITA= 
TIVE SAUDI GOVERNMENTAL BODY=eWOULD GIVE. THE NORTHROP ‘CORe 
PORATION AND OTHER COMPANIES AN OUT BEFORE U.S, LAWS 

_ON GROUNDS OF FORCE MAJEURE, 18 LEGAL ADVISORS AND MIN_ 
STATE FOR FOREIGN AFFAIRS PRINCE SAUD ARE WORKING ON SUCH 
A SAG STATEMENT OF POLTCY, WOULD THIS WORK? COULD DEPT 
PROVIDE A LETTER GIVING DETAILS OF SUCCESSFUL PRESSURE 
AGAINST NORTHROP AGENTS IN JORDAN AND IRAN? END SUMMARY, 


1, AMBASSADOR MET WITH MINDEF PRINCE SULTAN BIN ABD ALe- 
AZYZ“IN TAIF AFTERNOON SEPTEMBER 1@ TO DISCUSS NUMEROUS 
US/SAUDZ MILITARY QUESTIONS (S@PTELS),.' FOLLOWING THE 

SIX MONTH EXTENSION TO FEBRUARY, 1976 ON ‘PEACE ‘HAWK: ITT, 
THE AMBASSADOR SAID THE PROBLEM NORTHROP: CORPORATION FACED 
WITH AGENTS FEES IN THE PEACE HAWK PROGRAM HAD BEEN POSTe 
PONED, BUT NOT SOLVED, THE TOTAL AMOUNT OF FEES DUE TO 
ADNAN KHASHOGGI UNDER THE SUBSEQUENT PHASES OF THE PEACE 
“HAWK PROGRAM, COULD TOTAL WELL’ ABOVE S8@ MILLION. THESE 
AMOUNTSw=AS HAD PREVIOUSLY BEEN POINTED OUT TO-PRINCE 
SUI.TAN@=WOULO EXCEED THE COMPANY'S PROFITS IN ANY OPERATING 

YEAR. SINCE COMPANY LAWYERS HAD CONCLUDED THERE WAS NO 

WAY NORTHROP COULD AVOID PAYMENT OF KHASHOGGI'S FEES ON THE 

PEACE HAWK PROGRAM@eWHETHER OR NOT THESE FEES WERE ALLOWED 

BY THE’ SAG AS PART OF THE TOTAL COST OF THE PROGRAMHe 

THE- COMPANY PACED EITHER BANKRUPTCH OR A NEED TO WITHORAW 

FROM ITS SAUDI ARABIAN OPERATIONS, THE AMBASSADOR NOTED 

THAT KHASHOGG] WAS EXTREMELY RICH, AND HE HAD THOUGHT 

THAT KHASHOGGI MIGHT BE SUSCEPTIGLE TO AN APPEAL: FROM THE 

SAG TO HIS SAUDI ARABIAN PATRIOTISM, SURELY KWASHOGGI 

WOULD NOT WANT TO HARM THE WELL@BEING OF A COUNTRY THAT 

HAN FURNISHED HIM THE BASIS FOR HIS PRESENT FINANCIAL. 

WELL@BEING, AND COULD CONTINUE TO BE IMPORTANT TO HIM IN 

THE FUTURE? ip 

2, PRINCE SULTAN SAID THE U.S, MUST BE PAIR, AND RECOGNIZE 

THES WAS REALLY NOT HIS PROBLEM, HE WAS IN NO WAY TO. eo 
BLANE. FOR NORTHROP'S DIFFICULTIES, HE HAD BEEN DEALING “49 
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FOR YEARS (N THIS PROGRAM WITH THE USG ANO HAD NEVER BEEN 
TOLD BY ANY AMBASSADOR OR USG REPRESENTATIVE, BEFORE 

ASST SECRETARY OF DEFENSE ELSWORTH THAT AGENT'S FEES 

WERE INVOLVED IN FMS CASES, HE NOTED, MOREOVER, THAT ALL 
OF THESE SALES CASFS INCLUDED A STATEMENT TO THE AFFECT 
THAT "NQ AGENT'S OR COMMISSION'S FEES HAD BEEN PAID TO 
OBTAIN THE AFOREMENTIONED CONTRACT," HE SAID THAT HIS 
CONTRACT MOREOVER WAS NOT WITH NORTHROP BUT WITH THE 

UNTTED STATES GOVERNMENT, AND HE EXPECTED THE USG TO STAND 
REHIND ITS COMMITMENTS. THE USG THEREFORE COULD PAY THE 
AGENTS FEES ITSELF, OR TAKE OVER THE OPERATION OF THE 
CONTRACT WITH BLUE SUITERS, OR CHANGE THE LAW UNDER WHICH 
KHASHOGGI HAD A HOLD ON THE NORTHROP CORPORATION, THE 
TROUBLE ALL CAME ABOUT BECAUSE OF THE DEPARTMENT OF DEFENSE 
AND CUNGRESS, AND THEY SHOULD TRY THEIR HAND AT SOLVING IT, 
IF IT WAS THE INTENTION OF THE US TO HARM ITS POLITICAL AND 
MILITARY RELATIONSHIPS WITH SAUDI ARABIA, IT SHOULD SPEAK. 
MORE PLAINLY, IN THE MEANTIME, HE WAS IN NO WAY TO BLAME 
FUR NORTHROP'S DEBACLE, AT THIS POINT SULTAN CALLED IN 

HIS LEGAL ADVISOR DR, GHAZI NUSEIBEH AND REVIEWED FOR HIM 
THE PROCEEDING DISCUSSTON,. 


3. AMBASSADOR AKINS SAID THAT FROM THE STANDPOINT OF 
EQUITY THERE WAS SOMETHING TO BE SAID FOR PRINCE SULTAN'S 
POSTTION. ON THE OTHER HAND, AS A PRACTICAL MATTER, AND 
AS A MATTER OF REALISM, HE COULD ASSURE THE PRINCE THE US 
GOVERNMENT WOULD NOT REPEAT NOT PAY KHASHOGGI'S AGENT!S 
FEES, NOR WOULD IT TAKE OVER THE OPERATION OF THE NORTHROP 
CONTRACT, HE ASKED AGAIN IF THERE WERE NOT A POSSIBILITY 
THAT KHASHOGGI MIGHT FOREGO HIS COMMISSION ON SUCCEEDING 
PORTIONS OF THE PEACE HAWK CONTRACT? IT SEEMED TO THE 
AMBASSADOR HE COULD BE ASKED TO PASS UP THIS PARTICULAR 
OPPORTUNITY FOR PROFIT, ALTERNATIVELY, THE AMBASSADOR, 
WHO THOUGHT SULTAN MIGHT HAVE BEEN LOOKING FOR WAYS OUT OF 
THE IMPASSE, ASKED IF HE (SULTAN) HAD EVER THOUGHT OF 
CONSTDERING PEACE HAWK IV AND V AS PART OF THE OVERALL 
PEACE HAWK EFFORT, AND THEREFORE PART OF AN OLD CASE, IN 
THESE CIRCUMSTANCES AGENT!IS FEES MIGHT STILL BE PAYABLE 
NOTWITHSTANDING THE STRONG AND CLEAR POSITION HIS ROYAL 
HIGHNESS HAD TAKEN LAST SPRING AGAINST FUTURE PAYMENTS 

NF SUCH AMOUNTS, 
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4, SULTAN SATO HE COULD NEVER DO THAT, SUCH AN ATTEMPT 

TO GET AROUND THE CLEAR DICTATES OF LAW AND MORALITY WOULD 
BE WRONG, IT WOULD NEVER BY ACCEPTED BY THE COUNCIL OF 
MINISTERS NOR BY THE SAUDI PUBLIC AT LARGE, HE WOULD NOT 
EVEN WISH TO MENTION SUCH CHICANERY TO ANY SAUDI OFFICIAL, 
SULTAN ASKED WHY THE USG DION!T TRY TO PUT PRESSURE ON 
KHASHOGGI2 KHASHOGGI?S CORPORATION AFTER ALL WAS NOT 

SAUDT BUT AMERICAN, KHASHOGGI HAD MANY BUSINESS INTERESTS 
IN THE UNITED STATES AND SULTAN THOUGHT THE US GOVERNMENT 
COULO EASILY LET KHASHOGGI KNOW THAT HIS STUBBORNESS 

WaS HURTING US INTERESTS, AND THAT AS AN IMPORTANT AMERICAN 
BUSINESSMAN HE QUGHT TO WITHDRAW HIS CLAIMS AGAINST NORTHe 
ROP, IT SEEMED TO SULTAN THAT AN APPROACH TO KHASHOGGI 

BY THE USG WOULD BE MORE LOGICAL, AND EVEM MORE LIKELY TO GET 
RESULTS, é 
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5, THE AMBASSADOR AGAIN ARGUED THAT SURELY KHASHOGGS 

WOULD NOT AND COULD NOT REMAIN INDIFFERENT TO AN APPEAL TO 
HIS PATRIOTISM AND TO HIS. BUSINESS FUTURE FROM THE SAUDI ARABIAN 
GOVERNMENT. HE NOTED THAT WHEN FACED WITH A SIMILAR 
SITUATION THE SHAH AND KING HUSSEIN BOTH HAD FORCEDeeIN 

THE NAME OF THEIR COUNTRY!'S DEFENSE INTERESTS==L0CAL AGENTS 
TQ STAND DOWN FROM THEIR LEGAL RIGHTS. SURELY CLAIMS 

OF NATIONAL INTEREST WERE JUST AS BINDING UPON SAUDI 
CITIZENS? SULTAN SAID THIS WAS OF COURSE TRUE, AND ASKED 
THE AMBASSADOR WHETHER THE SITUATIONS IN IRAN AND JORDAN 
WERE ACTUALLY COMPARABLE TO THE ONE THEY WERE DISCUSSING 

IN SAUDI ARABIA, THE AMBASSADOR SAID TO THE BEST OF HIS 
KNOWLEDGE THEY WERE. SULTAN THEN SAID HE WOULD BE WILLING 
TO HAVE ANOTHER GO AT KHASHOGGI, AND WOULD AGAIN TRY TO 
PURSUADE HIS FELLOW MINISTERS TO SUPPORT HIM IF THE USG 
COULD PROVIDE HIM WITH AN OFFICIAL LETTER STATING (A) THE 
SIMILIAR NATURE OF THE NORTHROP CONTRACTS IN IRAN/JORDAN/ 
SAUDE ARABIA, (B2 THE ACTION THE OTHER GOVERNMENTS HAD 
TAKENewEITHER VIA ROYAL ORDER, A PARLIMENTARY DECREE 


‘OR SOME EXECUTIVE ORDER AGAINST THE AGENT, (C) THE RES= 


PONSE OF THE AGENT AND (D) AN AFFIRMATION THAT THE AGENT'S 
FERS wERE SUBSTRACTED FROM THE PREVIOUS TOTAL OF THE 
GOVERNMENT TO GOVERNMENT CONTRACT, SULTAN ALSO SATO THAT 
BECAUSE HE WOULD HAVE TO CITE KHASHOGGI BY NAME, HE 

WOULD LIKE THE USG'S LETTER SPECIFICALLY TO MENTION THE ere. 
TOENTITY OF THE AGENTS IN THE OTHER COUNTRIES,= THE AMBAS= oe a ie ae 
SanQR SATO HE WOULD SEE WHAT KIND OF A LETTER ALONG THESE bia nn 
LINES HE COULD QBTAIN FROM WASHINGTON, MINISTER OF STATE = 
ae 
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FOR FOREIGN AFFAIRS PRINCE SAUD HERE JOINTED THE DISe= 
CUSSION, 


6, SULTAN TOLD SAUD ZYE QUESTION OF AGENT'S FEES HAD 
BEEN A BOTHERSOME ONE AND ALL THESE FEES MUST BE STOPPED, 
HE ASKED THE AMBASSADOR IF ALL OTHER US COMPANIES HAD 

PATD LARGE AGENTS'S FEES? THE AMBASSADOR SAIO, THAT OF 
THE COMPANIES NOW BEING INVESTIGATED IN THE U.S. RAYTHEON 
PATO LARGE AGENT'S FEES ON ITS CONTRACTOR TO GOVERNMENT 
SALES, BUT HE HAD BEEN ASSURED 8Y THE COMPANY THAT [IT 

HAN PATO NO BRIBES, THE SAUD] GOVERNMENT THEREFORE 
PROBABLY SHOULD NOT EXPECT HOSTILE CONGRESSIONAL ATTENTION 
TO BE GIVEN TO THE HAWK MISSILE AND THE IMPROVED HAWK 
MISSILE CONTRACTS WITH RAYTHEON AS WITH THE NORTHROP QR 
LOCKHEED CONTRACTS WHERE ALLEGEO BRIBES WERE ALSO 
INVOLVED. HE ALSO TOLD THE PRINCE, THAT ‘AS A RESULT OF 
THE SAGIS STAND ON FMS CASES, US REGULATIONS HAD BEEN . 
CHANGED TO REQUIRE A CLEAR STATEMENT OF THE AMOUNT OF THE 
AGENTIS FEES, THE REGULATIONS WOULD SOON ALSO REQUIRE A 
SIMILAR STATEMENT OF AGENTS FEES ON ALL CONTRACTOR TO 
GOVERNMENT SALES AS WELL. ; 


7, SULTAN THOUGHT THIS WAS EXCELLENT AND SHOULD HAVE BEEN 
NONE LONG AGO, HE HAD BEEN DISCUSSING THE AGENT'S FEES 
PROBLEM WITH CROWN PRINCE FAHD AND PRINCE SAUD, AND WAS 
PREPARING A GOVERNMENT INSTRUCTION THAT WOULD (A) 

PROHIBIT PAYMENT OF ANY AGENT!S FEES FOR ANY MILITARY© 
TYPE SALE, FROM ANY NATION, BE THE SALE FMS OR GOVERN» 
MENT TO CONTRACTOR, (THE PRINCE SAS CONFIDENT THE COUN» 
CIl. OF MINISTERS WOULD AGREE TO APPLY THIS BAN TO PARA» 
MILITARY ORGANIZATIONS SUCH AS THE NATIONAL GUARD AS 
WEIL») AND (B) PROHIBIT ANY NON#SAUDTS FROM FUNCTIONING 

AS AGENTS FOR ANY PROJECTS IN THE CIVILIAN SECTOR, AND 

(C3 PROHIGIT NON@SAUDIS FROM RECEIVING ANY PORTION OF 
AGENT'S FEES, SULTAN SPOKE INDIGNANTLY ABOUT THE NUMERQUS 
L.ERANESE THAT WERE BENEFITING FROM THE LUCRATIVE AGENTIS 
PRACTISE IN SAUDT ARABIA, IF THIS CONTINUED, HE IMAGINED 
THE ONLY JOBS HARD=WORKING SAUDI CITIZENS COULD FIND IN A 
YEAR WOULD BE ON THE GOVERNMENT PAYROLL. CCOMMENTS SUL» 
TAN PROPOSALS WOULD BE UNWELCOME TO THE COMMANDER OF THE 
SAUDT ARABIAN NATIONAL GUARD, SECOND DEPUTY PM PRINCE 
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ABMULLAM,» AND HIS LEBANESE IN@wLAWS), 


8 GOING BACK TO NORTHROP'S PROBLEMS, SULTAN WONDERED 

WHY HIS EARLTER PROHIBITION OF AGENTS FEES=<WHICH HE 

NOTED HAD BEENPUBLICLY READ THROUGHOUT THE KINGODOM==DID NOT 
ALLOW NORTHROP TO PLEAD FORCE MAJEURE IN THE COURTS OF 
CALIFORNIA. COULD THE SAG STRENGHTHEN THE BAN? PRINCE 
SAUD ANO DR, NUSEIBEH THOUGHT THIS MIGHT HELP NORTHROP, 
SAUD DIQ NOT BELIEVE IT WOULD BE NECESSARY TO GO AS FAR AS 
ISSUING A ROYAL DECREE ON THE SUBJECT; DR. NUSETBEH AGREED, 
SULTAN SAID HE MIGHT, AS MINISTER OF DEFENSE, ADDRESS SUCH 
AN OROER TO THE CHAIRMAN OF THE COUNCIL OF MINISTERS, 

RROWN PRINCE FAHD, AND ASK THE CROWN PRINCE TO PROMUL@ 

GATE IT IN HIS NAME, OR IN TWAT OF THE COUNCIL OF MIN 
ISTERS, THE LEGA STANDING OF SUCH AN ORDER WOULD BE 
TDENTICAL TO THAT OF A ROYAL DECREE, AND=eFACED BY THE PROS= 
PECT OF OFFICIAL DISPLEASURE AND AN ABSOLUTE BAN AGAINST 
PAYMENT OF AGENTS! FEES ANY PLACE==THE COMPANY WOULD HAVE 
AN EFFECTIVE BASTS ON WHICH TO MAKE A FORCE MAJEURE 
ARGUMENT IN AMERICAN COURTS, PRINCE SAUD AND OR, NUSEIBEH 
WERE INSTRUCTED TO GET TO WORK ON THE PROJECT IMMEDIATELY, 
SULTAN SAID HE WOULD PROVIDE THE EMBASSY WITH A 

COPY OF WHATEVER WAS PROMULGATED. AND IN THE MEANTIME HE 
HOPED THE AMBASSADOR WOULD TRY AND GET AS SOON AS POSSIBLE 
FROM THE DEPARTMENT A LETTER ALONG THE LINES MENTIONED IN 
PARAGRAPH 5 ABOVE, 


9, COMMENT$ KHASHOGGI MADE A STRONG CASE FOR HIMSELF 
WITH THE COUNCTL OF MINISTERS, EVIDENTLY OVERRIDING SULTAN'S 
ENTIRE DECISION, 


HIS VICTORY, EQUALLY EVIDENT, WAS NOT REPEAT NOT COMPLETE, 
TF SULTAN HAD BEEN LOOKING FOR WAYS TO CONTINUE PAYMENTS 

TO KHASHOGGI HE SURELY WOULD HAVE CONSIQERED THE EXIT 
CONSIDERED IN PARAGRAPH 3, NOT ONLY OID HE REJECT VIGOUROUSLY 
THE POSSIBILITY OF CONTINUING SOME AGENTS FEES IN THIE 
PARTICULAR FMS CASE BUT HE PROPOSES STOPPING ALL AGENTS 

FEES ON ALL MILITARY CONTRACTS==eINCLUDING THE NATONAL 

GUARD, IF THESE NEW REGULATIONS ARE ACTUALLY PROMULGATED 
SAUDT ARABIA WILL HAVE TAKEN A LONG STEP FORWARO? IT WILL re 
HAVE REMOVED & MAJOR IRRITANT TO THE YOUNG OR MORE HONEST {3 
. aon a 
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TN THE OFFICERCORPS, ANO HENCE HAVE ENHANCED CHANCES FOR 
CONTINUED STABILITY IN THE KINGDOM, 


10, ACTION REQUESTEDS (A) A LETTER TO PRINCE SULTAN 

FROM SECRETARY OF DEFENSE SCHLESINGER IN 

WHTECH WE DETAIL OUR SUCCESS, AND THAT OF THE GOVERNMENTS 

OF TRAN AND JORDAN IN PERSUADING THE AGENTS IN THESE 
MOUNTRIES TO RELINQUISH THEIR LEGALLY AUTHORIZED FEES FROM 
NORTHROP CORPORATION PROJECTS, AND (B) DEPARTMENT'S VIEW 

ON WHETHER AN ABSOLUTE SAUDI BAN ON AGENTS! FEES WOULD CON@ 
STITUE VALID BASIS FOR FORCE MAJEURE ARGUMENT BY 
NORTHROP@™=AND OTHER COMPANIES, IT SHOULD BE EMPHASIZED THAT 
THE NEW SAUDT ORDERS WILL APPLY TO GOVERNMENT@=COMPANY 
PUNTRACTS AS WELL AS FMS CASES AND THAT AS A RESULT OF THE 
PURLCITY SURROUNDING CONGRESSIONAL INVESTIGATION 

OF RAYTHEON, AND ESPECTALLY. LOCKHEED, BOTH THESE 

COMPANTES WILL SOON FACE THE SAME PROBLEM AS NORTHROP 1.2,. 
SAUDT PROHIBITION OF ALL AGENTS FEES REGAROLESS OF VALID U.S, 
CONTRACTS REQUIRING THEM TO PAY VAST SUMS TQ THEIR AGENTS, 
AKINS 
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E,O, 416528 XG0S8=#3 

TARS? ENRG, SA, US 

SURJECT& PRESIDENT FORD'S LETTER TO KING KHALIDS “OPEC 
OFi. PRICE DECISION" —T , 


REFs STATE 214423 


4, I GAVE PRESIDENT FORD!S LETTER TO PRINCE SAUD 
SAUDI FOREIGN MINISTER, THIS MORNING (SEPT 18), IT 
WAS TRANSLATED AND GIVEN TO KING KHALID AND PRINCE 
FAHD ALMOST IMMEDIATELY, 


@, 2 SAW PRINCE SAUD AND PETROLEUM MINISTER ZAKI 
VAMANT LATER IN THE AFTERNOON, BOTH SAID THEY WERE 
SURPRISED AT THE LETTER AND ASKED WHY IT WAS NEEDED, 
THEY SAID WE ALREADY KNEW SAUDI ARABIA'S POSITION, 
THAT IT HAD BEEN STATED BOTH PUBLICY AND PRIVATELY, 
TTS POLICY WAS IN ACCORDANCE WITH OUR WISHES, I.E. 
TO FREEZE OIL PRICES AT LEAST UNTIL JANUARY 1976, 
THEY SAID THEY HOPED THE UNITED STATES, THIS TIME, 
WOULD PUT STRONG PRESSURE ON JRAN AND OTHER OPEC 
MEMBERS TO COOPERATE WITH SAUDT ARABIA TO KEEP 

THE LID ON PRICES, AS THEY HAD SAID BEFORE, 

TT WILL Be OLFFICULT FOR THEM TO ACT AGAINST 

A UINTTED UPEC, I AGREED THAT IT WOULD BE DIFFICULT 
AUT THIS TIME IT WOULD NOT RPT NOT BE IMPOSSIBLE. 
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PRENCE SAUD SAID HE OION'IT THINK ONE WAS NECESSARY 
BU? THERE MIGHT BE ONES IT WOULD. HOWEVER, SAY NO 
MORE THAN WHAT HE HAN JUST TOLD ME, 

AKINS 
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EXnis 
REFRUT PASS RAGHDAD 


F.M, 116523 GNns 
TAGS? PFOR, XF, SA 
SURJFCTs SAG RECOMMENDING ARAB ACCEPTANCE OF SINAI AGREEMENT 


SUMMARY: THE AMBASSADOR HAS MADE SEVERAL REQUESTS THAT 
FITHER KING KHALID GR CROWN PRINCE FAHD MAKE A PUBLIC 
STATEMENT OF SUPPORT OF THE ISRAELI@EGYPTIAN AGREEMENT 
SIMILIAR TO THAT MADE BY PRINCE SAUD SEPTEMBER 2. NEITHER 
HAS YET NONE SO BUT SAUDT LEADERS ARE ADVISING OTHER 
COUNTRIES@@ESPECTALLY ALGERIA AND SYRTAw=TO MODERATE THEIR 
POSITIONS AND ACCEPT THE AGREEMENT. PRINCE SAUD TAKES 

THE CREDIT FOR WHAT HE TERMS THE RECENT MODERATION UF 

TRE SYRIAN POSITION, END SUMMARY, 
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1. SAUDI FOREIGN MINISTER, PRINCE SAUD, IN HIS FAREWELL 
STATEMENT TO SECRETARY KISSINGER ON SEPTEMBER’ 2, PUBLICLY 
SUPPORTED THE JUST=CONCLUDED EGYPTIAN@ISRAELI AGREEMENT 

AS A STEP TOWARD THE SETTLEMENT OF THE PALESTINIAN ISSUE 
WHTCH HE DESCRIBED AS THE HEART OF THE MIDDLE EAST PROBLEM, 


2, I HAVE ASKED PRINCE SAUD, CROWN PRINCE FAHD AND DEFENSE 
MINISTER SULTAN SUBSEQUENTLY IF KHALID OR CROWN PRINCE 

FAHD COULD MAKF A FURTHER OR SIMILAR PUBLIC STATEMENT OF 
SUPPORT, THEY HAVE NOT YET DONE SO # AND MAY NOT EVER} 

BUT THEY ARE ADVISING THE OTHER ARAB COUNTRIES TO ACCEPT 

THE AGREEMENT ON THE CONDITION THAT IT WILL BE FOLLOWED 

QUICKLY BY OTHER STEPS TOWARD A PERMANENT PEACE, HOWEVER SAUD 
HIMSELF 

AGAIN REFERRED TO THE ACCORD IN A PRESS STATEMENT ON HIS RETURN 
FROM IRAN SEPT 11, (CARRIED FBIS) 


3 ACCORDING TQ PRINCE SAUD, THE SAG HAS URGED, PARTICUR 
LARLY, THE ALGERTANS AND THE SYRIANS TO MODERATE THEIR 
POSITIONS ON THE AGREEMENT, THE SAUDIS HAVE SAID THAT 
THEY WAVE NO ILLUSTONS ABOUT WHAT WAS ACCOMPLISHED BUT HAVE 
WARNED TRE RADICALS THAT THE ARABS WOULD ONLY LOSE BY 
ALLOWING THETR DIFFERENCES ON THIS MATTER TO SPLIT ARAB 
RANKS, PRINCE SAUD TOLD ME THE SYRIANS RESPONDED POST 
TIVELY TO THE SAUDI APPROACH AND HE TOOK CREDIT FOR 

THE "MODERATE" LINE TAKEN BY PRESIDENT ASAD IN HIS 

REMENT SPEECH IN PRAGUE, THE SAUDIS ALSO THINK THE 
ALGERIANS HAVE TAKEN THEIR ADVICE AND HAVE MODERATED 
"ABOUT AS MUCH AS THEY CAN" THEIR LINE TOWARD THE AGREE@ 
MENT, THE SAUDIS ARE ALSO TRYING TO PERSUADE THE TRAQTIS 
AND THE PALESTINIANS TO MODERATE THEIR OPPOSITION AND 


THEY MAY EVEN Be SUCCESSFUL HERE, 


4, COMMENTS TT SHOULD BE EMPHASIZED HERE THAT THE SAUDIS 
ARF VERY SPECIFIC IN THEIR BACKING OF THE AGREEMENT; 

THEY ARE OPERATING UNDER NO BELTEF THAT IT IS IN FACT 

A "DEFINITE POSITIVE" STEP TOWARD PEACE, ONLY THAT JIT 

TS NECESSARY TO MAINTAIN A SOLID ARAB FRONT, THEY ALSO 
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THE NECESSARY CONCESSIONS FOR PEACE, BUT IN ANY CASE, 
THF ARAGS MUST PREPARE THEMSELVES FOR A WAR WHICH MOSTe 
POSSIBLY ALL= LEADING SAUDTS BELIEVE IS INEVITABLE, 
fSFEt NEXT FOLLOWING TELEGRAM FOR ANALYSIS FOR SAUDT 
ATTITUDES.) 

AK TNS 
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EXMTS 
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F.9, 11052: 6pOS 

PaGSt PFOR, XF, SA 

SUBJECT? SAUDL ATTITUDES TOWARD THF EGYPTLAN@ISRAELI AGREEMENT 
AND PROSPECTS FOR PEACF 


REFS (A) JIODA 6374 
(B) JIDDA 6164 


SUMMARYS THE SAG HAS BEEN TELLING OTHER ARAB GOVERNMFNTS 
Tu SUPPORT THE EGYPTIAN@TSRAFLI SINAT ACCORD BUT UISCUS= 


SLONS WITH A BRUAD SPECTRUM OF THE SAUD] LEADERSHIP, FON 
INCLUUING PRINCE FAHD, RFVEAL PESSIMISM ABOUT THE CRANTES ie ve. 
Of AVOIDING A NEW ROUND OF FIGHTING, MAST SALIDIS AGREE 2 5 
Ks) » 
co) yi 
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THAT THE ARABS NEED SOME YFARS BEFORE THEY WILL BE ABLE 
TO STAND UP TO ISRAEL, BUT THEY ARE NOT SANGUINE THAT 
RITHER THE ISRAELIS OR THE RADICAL ARABS ARE PREPAREN TO 
WATT WHILE ARAR STRENGTH GROWS, NO ARAB COUNTRY THEY 
SAVmeINCLUDING EGYPTewWILL BE ABLE TO STAY OUT OF THE 
NEXT ROUND, ISRAEL MIGHT BEAT THE ARAB ARMTES, THEY SAY, 
Su? THE OLL ROYCOTT WILL OBLIGE THE WESTERN WORLD TO 
PRFSSURE ISRAEL TO WITKORAW, DESPITE THEIR PESSIMISM THE 
SAUOTS DESPERATELY HOPE THAT THE US. CAN BRING ABOUT A 
PEACEFUL SETTLEMENT, END SUMMARY, 


4a SINCE EGYPT AND ISRAEL REACHEN THEIR "INTERIM" 

ACCORD IN SINAT, TRE SAG HAS BEEN URGING ARAB ACCEPTANCE 
OF THE AGREEMENT ON THE UNNERSTANOING IT 18 TO BE FOLLOWED 
AY RAPID MOVEMENT ON THE GOLAN AND WEST BANK FRONTS, 

fREF Ad, THE SUBJECT OF THE actaoRD HAS DOMINATED CON» 
VERSATION AMONG ALL EDUCATED SAUDIS FOR THE PAST TWO | 
WEFKS, J RAVE DISCUSSED IT AND 17S BROADER MIDDLE EASTFRN 
FONSEQUENCES WITH EROWN PRINCE FARD, DEFENSE MINISTER 
SULTAN, FOREIGN MINISTFR SAUD, PFTROLEUM MINISTER AHMEN 
ZAKI YAMANT, PLANNING MINISTER HISHAM NAZER AND ROYAL 
40VISOGR RASHFD PRARANIN, AND HAVE HAD BRIEFER DISCUSSIONS 
AL?H INTELLIGENCE AOVISOR KAMAL ADHAM AND FINANCE MINISTER 
ABA ALwKHATL, A REMARKABLE CONSENSUS RAS EMERGED, SHARED 
NO? ONLY BY THOSF IN GOVERNMENT RUT BY PRIVATE SAUDIS, 


@y IN LATE AUGUST THE SALIDIS WERE VERY SUSPECT OF WhAT 
THFY INTERPRETED AS U,S,-ISRAELY EFFORTS TO EnNTICE EGYPT 
INTO A POSITION OF NONRELLIGERENCY AND TO REMOVE IT FROM 
THE BROADER ITSRAELT@ARSS CONFLICT, TRIS WOULD ENABLE 
TSRAEL TO CONCENTRATE ON TTS NORTHERN AND EASTERN ENEMIES 
AND CUNSOLTDATE TTS POSITIONS, NOT ONLY IN THE GOLAN 
HETCHTS ANN THE WEST BANK BUT 4480 IN A LARGE PART OF 

THF SINAT PENINSULA, 


3. EGYPTIAN VICE PRESIDENT HUSNI MBUARAK CAME TO SAUDI 
ARABIA TO BRIEF KING KHALIM ON SEPTEMBDI 2 IMMEDIATELY 
REFURE THE ARRIVAL OF SECRETARY KISSINGER, MUBARAK rs 
ASSURED KHALTU AND THE OTHER SAUDIS WITH WHOM HE SPOKE IN 
THFRE WAS A SECRET AGREEMENT WHEREBY ISRAEL WOULD 1g % 
START PHYSTCAL WITHDRAWAL ON BOTH THE WEST BANK AND THE ,° z 
. & 

> 


E 
X 
D 
é 
$ 
E 
X 
D 
S 
E 
X 
D 
$ 
E 
X 
D 
I 
Ss 


at 


ae 


~~ 


NOT.TO BE: REPRODUCE’ ‘WITHOUE gd bbe: AUTHORIZATION THE EXECUTIVE SECRETARY 


ry 


Department of State TELEGRAM 


SECRET 
PAGE @3 JTDMA @5377 AL OF 42° 1723287 


GOLAN HEIGHTS ON OCTOBER 45, WHETHER HEF ACTUALLY SAID 
THTS IS DIFFICULT TF NOT IMPOSSIALE TO GETERMINE BUT IT 
WAS CERTAINLY THE IMPRESSION HE LEFT IN THE MINOS OF TRE 
SAUOTS. MUBARAK ALSO TOLM KING KHALID TRAT PRESIDENT | 
SAD OF SYRTA WAS FULLY BRIEFED On THIS AND HE WAS JIN 
ACCURU WITH THE FGYPTIAN@=ISRAELI AGREEMENT, 


A, AMMEU ZAKY YAMANT, THE PETROLFUM MINISSER, WHO HAD 
BEEN IN DAMASCUS TWO DAYS EARLIER TOLL THE KING IMMED= 
TATELY AFTER MUBARAK LEFT THAT ASAN SHOWED NO NISPOSTTTON 
TO ACCEPT THE aCCORD AND WE GAVE NO INDICATION WHATSOEVER 
THAT THERE MIGHT BE ANY TSRAELT COMMITMENT TO WITHDRAW 
FROM GOLAN OR ANY PLACE FLSE. IN FACT, ASAD GAVE YAMANT 
PRECISELY THE OPPGSITE IMPRESSION, KING KHALID REPLIED THAT 
ASAD PROBABLY HAD BEEN SWORN TO 

SECRECY BY PRESIDENT SADAT AND RAL THEREFORE UELIBERATFLY 
GIVEN YAMANT A WRONG IMPRESSION, YAMANT ADMITTED THIS 

AAS A POSSTBLLITY RUT THOUGHT TT WAS UNLIKELY, 


Se THE SAUDIS WHO, ACCORDING TO PRINCE FAHD AND YAMANT, 
HAN BEEN INTENDING TO TAKE A FAIRLY NEGATIVE POSITION 
WITH SECRETARY KISSINGER ON SEPTEMRER 9 DECIDED, BECAUSE 
OF THE ASSURANCES GIVEN BY MUBARAK, TRAT THE AGREEMENT 
WAS IN FACT MUCH BETTER THAN IT APPEARED TO RE. TREY 
WEREs HOWEVER, DISTURBED THAT THE SECRETARY, WHEN HE 
MAME A FEW HOURS LATER, NDIM NOT MENTION ANY TSRAELI COMe 
MITMENT TO MOVEMENT, ONLY THAT ISRAELI PRIME MINISTER 
RABIN WOULD COME TO THE U.S, THE MIDDLE OF OCTOBER To 
START TALKS ON FURTHER DISENGAGEMENT GN GOLAN, THE SAUDIS 
WERE ALSO OISTURBED THAT THE SFCRETARY IN HIS SUBSEQUENT 
PUBLIC STATEMENT AVOIDED MENTION OF ISRAFLI MOVEMENT ON 
TRE WEST BANK EXCEPT IN THE BROADER CONTEXT OF wORKING 
TOWARU A JUST OVERALL PEACE SETTLEMENT, 


6, WHEN SECRETARY KISSINGER, AT THE CLOSF OF THE MEETING, 

ON SEPTEMBER 2 ASKED TM SEE PRINCE FAHD ALONE THE SAUDIS ASSUMED 

TT WAS TO FILL HIM IN ON THE SECPET DETAILS OF THE ISRAELI COM 

MITNENT, THEY WERE SURPRISED TD LEARN THAT THE MEETING - 

WAS FOR QUITE ANOTHER PURPOSE, FORD 
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7, THE FOLLOWING DAY SYRIAN FOREIGN MINISTER KHADDAN 
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Cave 10 SAUOT ARABTA AND EXPLAINED) THAT THERE HAN BEEN 
NG SECRET AGREEMFNT, THAT THE FGYPTIANS HAD DECEIVED 

THEN BNO THaT FGYPT WAS INDEED EFFECTIVELY ISGLATED FROM 
THF ARABS TSRAELI CONFLICT, THAT THIS AGREEMENT CONSTITUTED 
AW OVERSHELMING VICTORY OF ZIONS, THAT IT ACCOMPLISHED 
FUR TSRAEL WHAT TT HAD WORKED FOR FOR TwENTY YEARS, 
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EXxNIS 

ce ORRE CT € OC GP Y FOR SECTION INFORMATION 
8, THE SAUDIS WERE RADLY SHAKEN, PRINCE FAHD NOW SPEAKS 
QF THE OECEIT OF THE EGYPTIANS AND OF "SOME OF OUR OWN 
PEOPLE," CREAM TNTELLIGENCE ADVISOR KAMAL ADHAM). THE 
SAUDIS ARE NONETHELESS NOT RPT NOT DISPOSED TQ DENOUNCE 


THE AGREEMENT; IN FACT, THEY THINK IT MUST BE SUPPORTEN 
AT LEAST FOR THE NEXT FEW MONTHS, 


IN AN EFFORT TO REASSURE THE SAUDTS, 
HAS SENT ASHRAF MARWAN, HIS SPECIAL ADVISOR, TO SAULT 
ARABTA AT LEAST TWICE IN THE LAST WEEK, MARWAN EXPLAINED 
THAT MABARAK HAvU BEEN SOMEWHAT OVEReFENTHUSTASTIC IN HIS 
NESCRIPTIONS OF THE ISRAELT "COMMITMENT" QR THE AMERICAN 8 
"COMMITMENT" YO PuT PRFSSURE ON ISRAEL, BUT IT WAS oe 
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THAT TALKS WOULD BEGIN ON OCTOBER 15 AS SECRETARY KISSINGER 
HAND PROMISED AND THAT ISRAELI WITHDRAWAL FROM ALL THE ‘OCCUe. 
PIED LANOS STILL REMAINED THE EGYPTIAN GOAL, MARWAN ARGUED, © 
AND SEVERAL SAUDIS HAVE ACCEPTED HIS THESIS, THAT IF A 

MAN OWES YOU $1,000 AND OFFERS TO PAY YOU BACK $1@0, YOU. 
ACREPT THE $1007 THE OTHER $900 WILL STILL BE OWED, 


1@, AT THE SAME TIME, THE EGYPTIANS ARE ALSO TAKING & 
NEW AND LESS REASSURING LINE WITH THE SAUDIS, THEY ARE, 
ACCORDING TO ALL SAUDI ACCOUNTS WE WAVE, NOW TALKING 
ABOUT THE NEAR INEVITABILITY OF WAR, THEY THINK THERE 
tS ALMOST NO POSSIBILITY THE UNITED STATES WILL PUT 
PRESSURE ON ISRAEL, THAT IN THE ABSENCE OF SUCH PRESSURE 
THERE IS NO POSSIBILITY WHATSOEVER THAT ISRAEL WILL CON». 
CLUDE THAT IT YTS IN ITS OWN BEST INTERESTS TO REACH 
PEACEFM ACCOMMODATION WITH THE APABS, THE ARABS THERE@ 
FQRE MUST USE THE TIME TO PREPARE THEMSELVES FOR THE 
NEXT WAR. 


Le ROYAL ADVISOR RASHED PHARAON TOLD ME HE THOUGHT THE 
ARABS MUST WAIT AT LEAST THREE YFARS BEFORE THEY CAN FACE 
ISRAEL (REF 8B). ZAKT YAMANT SAID: THEY MUST WATT AT LEAST 
FlVe =» OR BETTER TEN, IN A DECADE HE IS SURE THE ARCB 
STRENGTH WILL RE SO OVERWHELMING THAT ISRAEL WILL BE COM» 
PELLEO 10 MAKE PEACE OR BE ANNIWILATED,. YAMANI = AND 
MOST SAUDIS = BELIFVE ISRAEL HAS ATOMIC WEAPONRY BUT 
"WE WILL HAVE IT, TOO," 


12, ALL SAUDIS WHO TALK OR WAR ALSO TALK OF THE POSSIBILITY. 
OF GREAT POWER INVOLVEMENT # HENCE A WORLD WAR, bea 
MOST ALSO BELIFVE THE UNITED STATES AND EGYPT WERE WRONG 
TN HAVING SETTLED FOR A PARTIAL PEACE WHEN, THROUGH CONe- a 5 
TINUED PRESSURE ON ISRAEL, IT MIGHT HAVE BEEN POSSIBLE TO ne 
HAVE ACHIEVED A LASTING PEACE, ; 


13, THE SAUDIS SAY THAT REALISTICALLY THEY MAY NOT: & Xhotviendecs. © 
HAVE MUCH TIME TO WAIT, THE ISRAELIS, THEY BELIEVE, ~ * 2 ” 
PROBABLY WOULD LIKE TO START A WARY VERY SOON » AT LEAST — 

TO OCCUPY SOUTHERN LEBANON? AND THERE SURELY ARE SYRIANS, — 
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TRAWIS AND MANY PALESTINIANS WHO ARE NOT PREPARED TO ret 
WATT PATIENTLY & DECADE UNTIL ARSB STRENGTH GROWS, EVERY “y% Fog 
Ne : ‘ : . riba ae a S 
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SAUDT WE HAVE TALKED TO RECENTLY INSISTS THERE IS NO WAY 
ANY ARAB COUNTRY COULO STAY OUT GF THE FRAY, SHOULD WaT 
BEGIN, SAUDT WOULD AUTOMATICALLY BE IN ON THE 

SIME OF SYRTA AWM SQ WOULD EGYPT, 


£4, ASHRAF MARWAN HAS ALSO REASSURED THE SAUDTS THAT IF 
THE WAR BEGINS QN THE SYRIAN FRONT, EGYPT VERY DEFINITELY 
WHI. BE INVOLVFO, ISRAEL HAS ALREADY PROVED ITSELF TQ 

BE THE AGRESSOR IN ITS ATTACKS ON SOUTHER LEBANON? 

TTS CONTINUEDRENEWED BUILDING PROGRAMS ON THE WEST BANK 
AND THE GOLAN DEMONSTRATES THIS BEYOND ANY SHADOW OF & 
MQUBT, WHETHER IT IS ISRAFL, THE SYRIANS OR THE PALES~ 
TINTANS WHO MAKE THE FIRST MILITARY MOVE JS TOTALLY 
TRRELEVANT? TSRAFL, THEY INSIST, IS THE AGRESSOR, 


45, THE SAUDIS ENGAGE IN NO BRaVADO. THEY ADMIT THAT 
TSRAEL, WnTCH HAS BREEN EXTRANRNINARILY HEAVILY ARMED BY 
THF U,S, SINCE OCTOBER 1973, IS RELATIVELY STRONGER 
TODAY THAN ZIT WAS THEN, THEY SAY THAT ISRAEL COULD 
FXPECT VICTORIES AGAINST THE COMRINED ARAB ARMIES, BUT 
TREY ALSO SAY THE OIL BOYCOTT THIS TIME WOULD RE MUCH 
STRONGER THAN TT WAS BEFORE, THAT TRE WESTERN WORLD 
WOULD HAVe TO PUT PRESSURE ON TSRAEL TO WITHDRAW OR FACE 
ECONOMIC COLLAPSE, THE SAUDIS ALSO RECOGNIZE THE DANGERS 
TN SUCH A POLICY BIT THEY RELIEVE THERE IS NO OTHER CONe 
CETVABLE GNE TREY COULD FOLLOW. 


16. CONCLUSION AND COMMENT: MOST SAUDIS THINK THE PRESENT 
AGREEMENT WILL LAST AT LEAST THROUGH THE END OF THE YEAR, 
THEY THINK THAT IF THERE IS NO MOVEMENT ON THE PALESTINIAN 
AN) SYRIAN FRONTSBY THAT TIME THE AGREEMENT WILL THEN 
COLLAPSE. ALL OF TmEM, IT SHOULM BR EMPHASIZED, HOPE 
NEPERATELY THaT THRY ARE wRONG, THAT THE UNITED STATES 


WILL PUT PRESSURE ON ISRAEL TO REACH A FINAL SETTLEMFNT, 


AND THE SAUDI LEADERSHIP, FOR THE TIME BEING AT LEAST, IS 
TRYING TO PERSUADE RADICAL ARABS TO GIVe THE AGREEMENT A 
CHANCE TO WORK, THETR LINE WITR THE OTHFRS = EGYPT 
TNCLUVED = SFEMS TO BE THAT THF ARABS MAY WELL NAVE BEEN 
TAKEN IN BY THE AGREEMFNT, BUT THERE IS ALSO A FAINT 
MnANCE THAT ISPAEL CAN BE PERSUADED TQ MOVE, TT IS THIS 
LATTER PROSPFCT ON WHICH ALL ARABS MUST CONCENTRATE, 
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THEY MUST, HOWFVER, PREPARE THEMSELVES FOR WAR, JHE 
SAUDIS = PRORABLY ALL OF THEM = WOULD, IF GIVEN THEIR 
WISHES, PREFER A LONG PERIOD OF PREPARATION, BOTH TO 
GIVE A PEACE SETTLEMENT A GREATER CHANCE AND TO INSURE 
THFMSELVES OF VICTORY WHEN WAR COMES, BUT THEY 


ALSQ RECOGNIZE THAT THEY WILL NOT BE THE OETERMINERS OF 
WAR OR PEACE THAT NFITHFR THEY OR THE EGYPTIANS WILL 
PROBABLY BE ALLOWED BY ISRAEL OR BY THE RADICAL ARABS = 
THE LUXURY OF A LONG PEACE UNLESS THERE ARE RAPID 
TSRAELT WITHDRAWALS FROM ADDITIONAL ARAB TERRITORY, 
AKINS 
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SUMMARY: SAUDYT OIL MINISTER YAMANI BELIEVES SAUDI 
ARABIA'S EFFORTS TO HOLD THE LITO ON OIL PRICES HAVE 
BEEN MODERATELY SUCCESSFUL. HE BELIEVES THE SEPT 24 
OPEC MEETING WILL NOW RESULT IN AN INCREASE OF ONLY 
FIVE PERCENT. YAMANI MADE IT CLEAR THAT SAUDI ARABIA’S 
ROLE WAS NOT IN RESPONSE TO THE "NER HARD LINE" OF 

THE U,S, ANY PREMATURE PUBLICATION OF THIS "DECISION" 
WOULD WEAKEN YAMANI'S POSITION AT THE VIENNA MEETING, 
DEPARTMENT SHOULD TAKE GREAT CARE THAT NO PRESS LEAKS 
OCCUR PRIOR TO OFFICIAL OPEC ANNOUNCEMENT AFTER 

THE MEETING, A PRIVATE LETTER GF THANKS FROM THE 
PRESIDENT TO THE KING WOULD THEN BE VERY MUCH 
APPRECIATED BY THE SAUDIS, END SUMMARY, 


i, AHMED ZAKI YAMANI, SAUDI MINISTER OF PETROLEUM, 
TOLD ME LAST NIGHT (SEPT 22) THAT OPEC, IN THE 
SEPTEMBER 24 MEETING, WOULD ACCEPT THE "SAUDI 
COMPROMISE," E.E. AN INCREASE IN OTL PRICES OF 

FIVE PERCENT? A FURTHER INCREASE OF FIVE PERCENT 

WOULD THEN BE AGREED UPON IN ADVANCE FOR THE 

DECEMBER MEETING. YAMANT SAIO THERE WERE STILL TROSE 
IN THE SAUDT GOVERNMENT CHIMSELF INCLUDED) WHO WOULD 
HAVE PREFERRED TRYING TO HOLD THE LINE ON PRICES AT 
LEAST THROUGH THIS YEAR, BUT THE SAUDI CONSENSUS WAS 
THAT THEY WOULD PROBABLY GET NO SUPPORT FROM ANY OTHER 
GREC COUNTRY AND NO ONE IN THE KINGDOM WANTED TO RISK THE 
DESTRUCTION OF THE ORGANIZATION, 


2. YAMANI HAD STOPPED IN ALGIERS ON HIS RECENT TRIP 

TO WASHINGTON AND GOT ALGERIAN CONCURRENCE, WHILE IN 

WASHINGTON HE SAW THE VENEZUELAN MINISTER OF MINES 

AND HYDROCARBONS WHO ALSO AGREED, ALTHOUGH HE (THE 

VENEZUELAN} WOULD PREFER A TEN PERCENT INCREASE NOW 

AND NO INCREASE IN DECEMBER, YAMANI WENT TU 

BAGHDAD SEPTEMBER 21 AND "ALTHOUGH THEY PROTESTED, 

THEY WILL GO ALONG." HE THOUGHT THERE WAS NO DOUBT 

THAT THE GULF STATES WOULD FOLLOW THE SAUDI LEAD? 

AND "IT DOESN'T MATTER WHAT LIBYA DOES." THE on 
IRANIANS, HE SAID, NOT RPT NOT THE SAUDIS WILL COR Fe, 
THEN BE ISOLATED ANDO "THEY, TOG, WILL NOT BE ABLE foe 
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TO 21SK THE NESTRUCTION OF OPEC," 


3, YAMANT THOUGHT THE SHAH MAY ALREADY HAVE MODIFIED 
HIS POSITION. VERY SHORTLY AFTER HIS MEETING WITH 
THE SHAH (REF B), HE SAID HE NOTED THAT THE IRANIAN 
AMBaSSADOR IN WAQSHINGTON REFERRED TO THE POSSIBILITY 
OF A PRICE INCREASE OF ONLY FIVE OR TEN PERCENZ, 


4, YAMAN] SAID HE HOPED THE CONSUMERS WOULD BE PLEASED 
WITH THE ROLE SAUDI ARABIA HAS TAKEN BUT HE CAUTIOQNED 
REPEATEDLY (AS HE HAD EARLIER » REF B) THAT THE UNITED 
STATES MUST NOT CONCLUDE THAT THE SAUDI ACTION HAS BEEN 
IN RESPONSE TO OUR "NEW HARD LINE" TOWARD THEM, THE 
SAUDT DECISION TO HOLD THE LID ON PRICES HAD BEEN TAKEN » 
IN THEIR PRIVATE ASSURANCES TO US AND IN THEIR PUBLIC 
STATEMENTS » BEFORE THE FIRST LEAKS APPEARED IN THE PRESS 
ON “GETTING TOUGH WITH SAUDI ARABIA," HE SAID THAT ANY 
PUBLIC CROWING ABOUT THE EFFECTIVENESS OF OUR "NEW 

WARD LINE" WOULD NOT RPT NOT ONLY BE WRONG BUT WOULD 

VERY LIKELY ENSURE SAUDI INABILITY TO HOLD THE LINE 

ON PRICES IN DECEMBER, 


5, YAMANI SAID THAT IF IRAN AND OTHERS SUPPORT THE 
VENEZUELAN VARIATION (PARA 2), SAUDT ARABIA PROBABLY 
WOULO NOT OBJECT. I ASKED IF THERE WOULD NOT BE A 
DANGER THEN THAT OTHERS WOULD ARGUE IN DECEMBER THAT 
CIRCUMSTANCES HAD CHANGED AND THAT PRICES SHOULD, IN 
FACT, BE INCREASED, HE THOUGHT THIS WAS CERTAIN, 

BUT THOUGHT THEY WOULD FAIL, "UNLESS, OF COURSE, CIR«= 
CUMSTANCES HAVE CHANGED," BY THIS HE SAID HE MEANT A 
FAILURE OF THE CONSUMER/PRODUCER CONFERENCE OR MORE 
OVERT PRESSURE OR THREATS AGAINST SAUDI ARABIA. 


6, COMMENT AND ACTION REQUESTED? YAMANT WAS CONFINENT 

THAT THE SAUNT "COMPROMISE" WOULD 8E ACCEPTED, THERE 

WAS NOTHING TENTATIVE IN TRIS PREDICTION. IT IS, OF 

COURSE, EXTREMELY IMPORTANT THAT THERE BE NO LEAKS TO 

THE PRESS PRIOR TO THE OFFICIAL ANNOUNCEMENT FOLLOWING 

THE VIENNA QFEC MEETING, YAMANI MAY BE EXAGGERATING : 
SAUUT INFLUENCE OVER OPEC, ANO ANY PREMATURE PUBLICATION eon 
OF THE "DECISION" WOULD WEAKEN YAMANT!S POSITION i 
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THERE, ON THE OTHER HAND, YAMANE ALSO SAID IN 

THIS CONTEXT THAT HE HOPED "EVENTUALLY THE AMERICANS 
WILL UNDERSTAND WHO THEIR REAL FRIENDS ARE," IT 
WOULD NOT RPT NOY BE THE FIRST TIME HE HAS CAUTIONED 
US TO SECRECY AND THEN GIVEN THE STORY TO THE 

PRESS HIMSELF. 


7, WHEN THE DECISION IS ANNOUNCED (ASSUMING IT IS IN 


FACT ONLY A FIVE PERCENT INCREASE), I STRONGLY URGE 


THAT WE NOT RPT REFER PUBLICLY TO ANY "TRIUMPH" OR 
ANY "RESULT GF OUR PRESSURE," IT IS NEITHER, I aLso 
URGE THAT WE LIMIT QUR STATEMENTS TO A MILD "IT COULD 
HAVE BEEN WORSE" CQUPLED WITH A REITERATION OF QUR 
EARLIER STATEMENTS THAT WE DO NOT RPT NOT BELIEVE ANY 
INCREASE WAS JUSTIFIED, <A PRIVATE LETTER FROM THE 
PRESIDENT TO THE KING THANKING WIM FOR HIS EFFORTS 

YO RESTRAIN PRICES WOULD, ON THE OTHER HAND, BE 
GREATLY APPRECIATED, 

AKINS 
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